TITLE 760 DEPARTMENT OF INSURANCE

Final Rule
LSA Document #01-8

DIGEST

Adds 760 IAC 1-66 regarding standards and procedures for an institutional investor to obtain the
commissioner’ s approval to acquire beneficial ownership of five percent (5%) or more but less than ten percent (10%)
of the outstanding shares of any class of avoting security of aformer mutual insurance company or former mutual
insurance company’ s parent company. Effective 30 days after filing with the secretary of state.

760 1AC 1-66
SECTION 1. 760 IAC 1-66 ISADDED TO READ ASFOLLOWS:
Rule 66. Acquisition of Sharesof Former Mutual Insurance Company by I nstitutional I nvestor

7601AC 1-66-1 Applicability and scope
Authority: 1C 27-15-13-2
Affected: |C 27-15-13-2

Sec. 1. (a) Thisruleisintended to provide a procedur e under which an ingtitutional investor may acquire
beneficial ownership of five percent (5%) or more, but lessthan ten percent (10%) of the outstanding shar es of any
class of a voting security of aformer mutual or any parent company, in amanner consider ed to have been approved
by the commissioner under |C 27-15-13-2.

(b) Thisrule appliesto acquisitions of shares by institutional investorsthat are not affiliates of the former
mutual or parent company and that areacting in the ordinary cour se of business and not with the purpose or effect
of changing or influencing the control, management, or policies of theformer mutual or parent company.
(Department of Insurance; 760 |AC 1-66-1)

7601AC 1-66-2 Definitions
Authority: IC 27-15-13-2
Affected: |C 27-1-2-3; |C 27-1-23-1; I1C 27-15-1; IC 27-15-13-1

Sec. 2. Thedefinitions set forth in | C 27-1-2-3, | C 27-1-23-1, and | C 27-15-1 and the following definitions
apply throughout thisrule:
(2) “Conversion” meansthe conversion of aformer mutual company pursuant to a plan of conversion.
(2) “ Executive officer” meansany individual charged with active management and control in an executive
capacity, including a president, vice president, treasurer, secretary, controller, or any other individual
performing functions corresponding to those performed by the foregoing officers, of a person whether
incor porated or unincorporated.
(3) “Ingtitutional investor” means any of the following, whether acting for its own account or the accounts
of other institutional investors:
(A) A depository ingtitution, including a bank, federal savingsbank, savings and loan association,
or trust company, regulated and supervised under thelaws of the United Statesor any state.
(B) An insurance company.
(C) A separate account of an insurance company.
(D) An investment company registered under the federal “1nvestment Company Act of 1940”, 15
U.S.C. §880a1et s=q.
(E) A business development company as defined in the federal “ I nvestment Company Act of 1940”,
15U.S.C. § 80a-2(48).
(F) Any private business development company as defined in thefederal “ I nvestment AdvisersAct
of 1940", 15 U.S.C. § 80b-2(22).



(G) An employee pension, profit-sharing, or benefit plan if the plan hastotal assetsin excess of
twenty-five million dollar s ($25,000,000) or itsinvestment decisions are made by a named
fiduciary, asdefined in the federal “Employee Retirement I ncome Security Act of 1974, 29
U.S.C. §1002(21), that isa broker-dealer registered under thefedera “ Securities Exchange Act
of 1934", 15 U.S.C. § 780, an investment adviser registered or exempt from registration under
thefederal “Investment AdvisersAct of 1940”, 15 U.S.C. § 80b-3, a depository institution, or an
insurance company.
(H) An entity, but not an individual, a substantial part of whose business activities consist of
investing, purchasing, selling, or trading in securities of morethan one (1) issuer and not of its
own issue and that hastotal assetsin excess of fifty million dollars ($50,000,000) as of the end of
itslatest fiscal year and in the aggregate ownsand investson a discretionary basisat least ten
million dollar s ($10,000,000) of securities of issuerswith which it isnot affiliated.
(1) A small businessinvestment company licensed under the federal “ Small Business | nvestment
Act of 1958”, 15 U.S.C. § 681.
(J) Any other qualified institutional buyer asdefined in Rule 144A(a)(1) of the Securitiesand
Exchange Commission or any successor regulation.

Theterm shall not includethe former mutual company, any parent company, or any employee benefit plan

or trusts sponsored by the former mutual or a parent company where no approval under |C 27-15-13-1 is

required.

(Department of Insurance; 760 |AC 1-66-2)

7601AC 1-66-3 General requirements
Authority: 1C 27-15-13-2
Affected: IC 27-15-13

Sec. 3. (@) Not lessthan ten (10) business days, or such shorter time period asthe commissioner may
permit, prior to an institutional investor directly or indirectly acquiring, or agreeing or offering to acquirein any
manner the beneficial owner ship of five percent (5%) or more but lessthan ten percent (10%) of the outstanding
shares of any class of a voting security of theformer mutual or any parent company within five (5) years of the
effective date of a conversion, the following certificates and documents shall be filed with the commissioner:

(1) A certificate, signed by the president and the secretary or other executive officers of the former mutual

company and any parent company, in theform provided in section 6 of thisrule.

(2) A certificate, signed by two (2) executive officers of theinstitutional investor, in the form provided in

section 7 of thisrule.

(3) Copiesof any filingsmade or received by the former mutual company, parent company, or institutional

investor with the Securitiesand Exchange Commission relating to the proposed acquisition of the shares.

(4) A copy of any agreement by theinstitutional investor or any affiliate ther eof and the parent company,

former mutual company, or any affiliate thereof concer ning the sharesor the voting ther eof.

(b) Each certificate shall be signed and dated within ten (10) businessdaysprior to thefiling. The
certificates shall be attached and submitted by the former mutual company asa single filing along with a cover
letter explaining the pur pose of thefiling.

(c) Theformer mutual company shall fileone (1) originally signed copy and two (2) photocopies of the
certificates, other documents, and cover |etter. Thefiling shall be made by personal delivery or first class mail
addressed to: Department of | nsurance, Attention: Chief Examiner, 311 West Washington Street, Suite 300,
Indianapoalis, | ndiana 46204. (Department of Insurance; 760 |AC 1-66-3)

760 1AC 1-66-4 Review of filings
Authority: 1C 27-15-13-2
Affected: 1C 27-15-13

Sec. 4. (a) A filing made by a former mutual company in accor dance with section 3 of thisrule shall be
deemed approved by the commissioner as of the date the department receivesthefiling.



(b) The commissioner may review filingsmade under thisrule at any timewithin thirty (30) days after
receipt and may issueawritten request for aformer mutual company, parent company, or institutional investor to
provide any additional information that may be appropriate to complete such review. The commissioner may, at the
sametime, order theingtitutional investor to refrain from purchasing any sharesthat, together with sharesalready
beneficially owned by theinstitutional investor, would give theinstitutional investor owner ship of five percent (5%)
or mor e of the outstanding shar es of any class of voting securities of the former mutual or parent company. The
order shall remain in effect until the earliest of thefollowing:

(1) Sixty (60) daysfollowing the date the commissioner received thefiling.

(2) The date the commissioner makes a determination under subsection (c).

(3) Thedate the commissioner otherwise providestheformer mutual company and theinstitutional

investor with awritten approval for the acquisition of sharesto resume.

(c) The commissioner may disapprove any acquisition of sharesmade or to be made under thisruleonly
after furnishing the former mutual company, parent company, and institutional investor with noticeand an
opportunity to comment or object within thirty (30) days after the commissioner’sreceipt of thefiling made by the
former mutual company. The commissioner may disapprove any acquisition of sharesif the commissioner findsany
of thefollowing:

(1) Thefilingisor was preceded by any filing that was false, omitted material facts, was materially

deficient, or otherwise does not comply with therequirements of section 3 of thisrule.

(2) Would not satisfy therequirementsof |C 27-1-23-2(e).

(3) Would frustrate the plan of conversion or the amendment to the articles of incor poration as approved by

the member s of the former mutual company and the commissioner.

(4) Wasnot approved by the boar ds of directors of theformer mutual company and any parent company.

(5) Would not bein the best interest of the policyholder s of the former mutual company, without regard to

any interest of policyholder s as shareholder s of the former mutual company or any parent company.

(d) If the commissioner disapproves an acquisition of shares made or to be made under thisrule, the
ingtitutional investor may not, after the date of the disapproval, acquire any sharesthat, together with shares
already beneficially owned by theinstitutional investor, would give theingtitutional investor five percent (5%) or
mor e of the outstanding shar es of any class of voting securities of the former mutual or parent company. The
commissioner shall providewritten notice of disapproval, including the reason for disapproval to the former mutual
company, parent company, and ingtitutional investor promptly after the finding of disapproval. The commissioner
may also order theinstitutional investor to divest itself of all shares of theformer mutual company or parent
company that equal or exceed five percent (5%) of the shares of any class of voting securities of the former mutual
company or parent company. Theingtitutional investor must completethe divestiturewithin sixty (60) days after the
commissioner’sorder to divest unlessthe commissioner specifiesalonger period of time. (Department of
Insurance; 760 IAC 1-66-4)

7601AC 1-66-5 Additional powersof commissioner; prohibition from use of rule based on changein investor’s

certificate
Authority: 1C 27-15-13-2
Affected: |C 27-1-23

Sec. 5. (a) Nothing in thisrule shall prevent the commissioner from taking any action necessary for the
protection of the policyholder s of the former mutual company upon the commissioner’sreceipt of a notice of any
changein the matterscertified asrequired by 1C 27-15-13-2(b)(2)(C).

(b) Aninstitutional investor that filesa notice described in subsection (a) may make no further
acquisitions of sharesunder thisruleif any changereported in such notice would:

(1) maketheinstitutional investor ineligibleto usethisruleto acquire shares;

(2) require approval under 1C 27-1-23; or

(3) otherwise cause the commissioner to disapprove an acquisition of shares.

(Department of Insurance; 760 |AC 1-66-5)

7601AC 1-66-6 Certificate of officersof former mutual and parent company



Authority: 1C 27-15-13-2
Affected: 1C 27-15

Sec. 6. Thecertificate required under section 3 of thisrule from the officers of the former mutual
company and any parent company shall bein thefollowing form:

OFFICERS CERTIFICATE

Regar ding the Proposed Acquisition of Sharesof the
Voting Securities of a Former Mutual I nsurance
Company or Parent Company

Filed with the
INDIANA INSURANCE COMMISSIONER

By

[Name of Former Mutual Company and any
Parent Company]

A Former Mutual I nsurance Company
[and Parent Company]
Filing in Support of the Acquisition
of 5% or more, but lessthan 10% of Sharesby

[Nameof Ingtitutional Investor],

an Ingtitutional Investor under 760 |AC 1-66-2
organized in the State of

Onits[their] Own Behalf
Name, title, addr ess, and telephone number

of individualsto whom notices and correspondence
concer ning this Certificate should be addr essed:

Officers Certificate

We, [names of President and Secretary of former mutual or other executive officerg], asthe[titles of
executive officerg], respectively, of [insert name of former mutual company], an I ndiana stock insurance company
duly converted from its previousform asa mutual insurance company in accordancewith | C 27-15, and [insert
names of parent company’s executive officers, if applicable] asthe [titles of executive officerg], respectively, of

[insert name of par ent company], the parent company of [former mutual company], hereby certify asfollowsin
accor dancewith 760 IAC 1-66-3.

1. [Ingtitutional investor] organized under the laws of the State of , Proposes to acquire
beneficial owner ship of 5% or more, but lessthan 10% of the shares of the[insert infor mation on class of
shares, [if any] shares of the voting securities of [former mutual or parent company], a former mutual



insurance company [or parent company].

2. [Ingtitutional investor] isnot an “ affiliate”, as such term isdefined in | C 27-1-23-1(b), of [former

mutual company] or [parent company], and to the best of our knowledge, isacquiring the sharesin the
ordinary course of itsbusinessand is not acquiring those shareswith the purpose or effect of changing or
influencing the control, management, or palicies of [former mutual company] or [any parent company]. The
proposed purchase of shareswould not cause or attempt to causethe substantial lessening of competition
in any insurance market in the State of Indiana.

3. Theboards of directorsof [former mutual company] and [parent company] have approved such
acquisition of sharesby [institutional investor] or similar investorsat meetings duly called and held on
[date of meeting of former mutual company’ sboard] and [date of meeting of parent company’sboard],
respectively.

IN WITNESS WHEREOF, we have executed this Certificate this[date] of [month], [year].

[Name], [Title]
[Name of former mutual]

[Name], [Title]
[Name of former mutual]

[Name], [Title]
[Name of parent company]

[Name], [Title]
[Name of parent company]
(Department of Insurance; 760 |AC 1-66-6)

760 1AC 1-66-7 Certificate of executive officers of institutional investor
Authority: 1C 27-15-13-2
Affected: IC 27-1-23-1

Sec. 7. The certificate required under section 3 of thisrule from the officersof an institutional investor
shall bein the following form:

OFFICERS CERTIFICATE

Regarding the Proposed Acquisition of Shares
of the Voting Securities of a Former Mutual
Insurance Company or Parent Company

Filed with the
INDIANA INSURANCE COMMISSIONER
By

[Name of Institutional Investor]

An Ingtitutional Investor under 760 IAC 1-66-2
organized in the State of , who proposed to
Acquire Beneficial Owner ship of 5% or more,
but lessthan 10% of the Shar es of



[Name of Former Mutual Company],

an Indiana former mutual insurance company
[insert name and description of parent
company, if applicable]

Onits[their] Own Behalf
Name, title, addr ess, and telephone number

of individualsto whom notices and correspondence
concer ning this Certificate should be addressed:

Officers Certificate

We, [names of two executive officers of institutional investor], asthe [titles of executive officerg],
respectively, of [insert name of institutional investor], organized in the State of , hereby certify asfollows
in accordance with 760 |AC 1-66-3:

1. [Ingtitutional investor] isan “institutional investor,” assuch term isdefined in 760 |AC 1-66-2.

2. [Ingtitutional investor] proposesto acquire beneficial ownership of 5% or more, but lessthan 10%, of
the[insert information on class of shares, if any] shares of the voting securities of [former mutual or
parent company whose shares are being acquired], an I ndiana former mutual insurance company [or
parent company].

3. [Ingtitutional investor] will acquiresuch sharesin the ordinary cour se of itsbusiness and not with the
purpose or the effect of changing or influencing the control, management, or policiesof [insert name of
company whose shares are being acquired]. The proposed purchase of sharesissolely for investment
purposes and would not cause or attempt to cause the substantially lessening of competition in any
insurance market in the State of Indiana.

4. [Institutional investor] isnot an affiliate, assuch term isdefined in | C 27-1-23-1(b), of [former mutual
company] or [parent company].

5. [Ingtitutional investor] agreesto notify the Indiana I nsurance Commissioner (“ Commissioner”),
[former mutual company] and [parent company] in writing not lessthan twenty (20) business days before
any changein the mattersherein certified, and comply with any actionsrequired by the Commissioner asa
result of such change.

6. [Ingtitutional investor] under standsthat this Certificateispart of afiling, required by 760 |AC 1-66-3,
that is deemed approved by the Commissioner upon receipt by the Commissioner. However, [ingtitutional
investor] also under standsthat the Commissioner may, in accordance with 760 | AC 1-66-4, prohibit
[institutional investor] from purchasing, or requirethat [ingtitutional investor] divest itself of, sharesthat
represent five percent (5%) or more of the shares of [former mutual or parent company]. [ nstitutional
investor] agreesto comply with any order sissued by the Commissioner under applicablelaw or regulation.

IN WITNESS WHEREOF, we have executed this Certificate this[date] of [month], [year].



[Name], [Title]
[Name of ingtitutional investor]

[Name], [Title]
[Name of ingtitutional investor]
(Department of Insurance; 760 |AC 1-66-7)



